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Letter  from the  Chairman of  the  ASRS Board

Letter continued on page 7

S P R I N G  2 0 0 3

T h e  A r i z o n a  S t a t e  R e t i r e m e n t  S y s t e m  c e l e b r a t e s  i t s  G o l d e n  A n n i v e r s a r y  t h i s
year .

Th roughou t  t he  yea r ,  we  w i l l  h igh l i gh t  some  o f  t he  h i s t o ry  beh ind  t he  agency ’ s
g r o w t h  a n d  d e v e l o p m e n t  t h a t  h a s  l e d  t o  i t s  c u r r e n t  s t a t u s  a s  o n e  o f  t h e  m o s t
s u c c e s s f u l  r e t i r e m e n t  p l a n s  i n  t h e  n a t i o n .

H e r e ’ s  h o w  i t  b e g a n :

In  1912 ,  Ar i zona ’ s  f i r s t  yea r  o f  s t a t ehood ,  t he  f i r s t  t e ache r  r e t i r ed  w i th  an
Ar izona  S ta te  t eacher ’ s  pens ion .  F rom 1912  un t i l  1943 ,  Ar izona  t eachers  were
g r a n t e d  p e n s i o n s  b y  t h e  S t a t e  L e g i s l a t u r e  i f  t h e y  h a d  a t  l e a s t  3 0  y e a r s  o f  s e r v i c e
i n  A r i z o n a  s c h o o l s  a n d  w e r e  6 5  y e a r s  o f  a g e  o r  o l d e r .  A l l  t e a c h e r  p e n s i o n s  w e r e
$ 5 0  p e r  m o n t h ;  t h e r e  w e r e  n o  m e m b e r  d e p o s i t s  o r  s u r v i v o r  b e n e f i t s .

The  leg i s la tu re  c rea ted  the  Teachers ’  Re t i rement  Sys tem in  Ju ly  1943 .  Al l
ce r t i f i ed ,  fu l l - t ime  t eache r s  were  members ,  con t r ibu t ing  to  the  r e t i r emen t  p l an
wi th  a  f ixed-benef i t  fo rmula . Continued on page 8

I t  i s  w i t h  p l e a s u r e  t h a t  I  a n n o u n c e  t h e  a p p o i n t m e n t  o f  P a u l  M a t s o n  a s  t h e  n e w  d i r e c t o r  o f  t h e
Ar i zona  S t a t e  Re t i r emen t  Sys t em.  Pau l  i s  a  t a l en t ed ,  en thus i a s t i c  and  ene rge t i c  manage r ,  who ,  I  am
c o n f i d e n t ,  w i l l  t a k e  t h e  s y s t e m  t o  n e w  l e v e l s  o f  p r o f e s s i o n a l i s m  a n d  r e s p o n s i v e n e s s .

P a u l  w a s  c h o s e n  a f t e r  a n  e x t e n s i v e  s e a r c h  p r o c e s s .   A l l  m e m b e r s  o f  t h e  B o a r d  s e r v e d  o n  a  s p e c i a l
D i r e c t o r  S e l e c t i o n  C o m m i t t e e  t h a t  o v e r s a w  t h e  e n t i r e  s e a r c h  a n d  s e l e c t i o n  p r o c e s s .  W i t h  t h e
as s i s t ance  o f  Max imus ,  Inc . ,  a  na t i ona l ly - r ecogn ized  execu t ive  s ea rch  f i rm ,  and  the  Human

Resou rce s  D iv i s i on  o f  t he  Ar i zona  Depa r tmen t  o f  Admin i s t r a t i on  (ADOA) ,  t he  Se l ec t i on
C o m m i t t e e  u n d e r t o o k  a  n a t i o n - w i d e  s e a r c h  f o r  t h e  b e s t  a n d  m o s t  q u a l i f i e d  c a n d i d a t e s .  M o r e  t h a n
1 2 5  r e s u m e s  f r o m  o v e r  3 9  s t a t e s  w e r e  r e c e i v e d  b y  A D O A  o v e r  s e v e r a l  m o n t h s .  B o t h  o f  o u r
p r o f e s s i o n a l  p e r s o n n e l  t e a m s  i n d e p e n d e n t l y  r e v i e w e d  t h e  r e s u m e s  r e c e i v e d  a n d ,  a l o n g  w i t h  t h e
Se lec t ion  Commi t t ee ,  i n i t i a l l y  i den t i f i ed  a  l a rge  g roup  o f  h igh ly  qua l i f i ed  cand ida te s  f rom ins ide

and  ou t s ide  o f  Ar i zona .  Member s  o f  t he  Se l ec t i on  Commi t t ee  t hen  fu r t he r  r ev i ewed  t he  expe r i ence  and
q u a l i f i c a t i o n s  o f  t h i s  l a r g e  g r o u p  o f  a p p l i c a n t s  a n d  i d e n t i f i e d  a  s m a l l e r  g r o u p  t r u l y  w o r t h y  o f  f u r t h e r  i n - d e p t h
i n v e s t i g a t i o n .  T h e  e x p e r i e n c e ,  q u a l i f i c a t i o n s  a n d  v i s i o n  o f  e a c h  o f  t h e s e  i n d i v i d u a l s  w e r e  e x p l o r e d  i n  o r d e r  t o
i d e n t i f y  a  g r o u p  o f  f i n a l i s t s  t o  b e  i n t e r v i e w e d  b y  t h e  S e l e c t i o n  C o m m i t t e e .

Pau l  Ma t son  was  the  unan imous  r ecommenda t ion  o f  a l l  t he  pa r t i c ipa t ing  members  o f  t he  Se l ec t ion  Commi t t ee .
F o l l o w i n g  r o u t i n e  b a c k g r o u n d  s c r e e n i n g ,  t h e  B o a r d  m e t  o n  D e c e m b e r  2 4 ,  2 0 0 2  t o  a c c e p t  t h e  r e c o m m e n d a t i o n  o f  t h e
Se lec t ion  Commi t tee  and  appo in t  Pau l  a s  the  new d i rec to r .

A l though  many  o f  you  know Pau l  f rom h i s  s e rv i ce  a s  Ch ie f  Inves tmen t  Of f i ce r  fo r  t he  ASRS,  some  o f  you  may  no t
be  fami l i a r  wi th  a l l  h i s  background .  Pau l  rece ived  an  MBA f rom Simon Frase r  Univers i ty  in  Burnaby ,  Br i t i sh
Co lumbia  fo l l owing  a  Bache lo r ’ s  Degree  i n  Accoun t ings  f rom the  Un ive r s i t y  o f  A lbe r t a .  Be fo re  j o in ing  ou r  Sys t em
in  1995 ,  he  worked  fo r  t he  A lbe r t a  Worke r s  Compensa t ion  Boa rd  a s  Sen io r  Inves tmen t  Adv i so r  and  fo r  t he  A lbe r t a
T r e a s u r y  a s  a  P o r t f o l i o  A n a l y s t .

D u r i n g  h i s  t e n u r e  a t  t h e  A S R S ,  P a u l  h a s  e f f e c t i v e l y  a n d  e f f i c i e n t l y  d e v e l o p e d  t h e  I n v e s t m e n t  M a n a g e m e n t  D i v i s i o n
a n d  h a s  i n s t i t u t e d  b e s t  p r a c t i c e s  a n d  t e c h n i q u e s  t h r o u g h o u t  t h e  d i v i s i o n .   A l o n g  t h e  w a y ,  a n d  b y  n o  m e a n s  a s  a
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T h i s  p a s t  y e a r  h a s  s e e n  m a n y  c h a n g e s  i n  t h e  A S R S  S e r v i c e  P u r c h a s e  p o l i c i e s .   M a n y  o f  t h e  f o l l o w i n g  h a d  s t r o n g
i m p a c t s  o n  r e t i r e m e n t  p l a n s  o f  a c t i v e  m e m b e r s .

December  1 ,  2001  -  Sa lary  Ver i f i cat ion
Pr ior  to  December  1 ,  2001,  w h e n  t h e  A S R S  c a l c u l a t e d  t h e  c o s t   f o r  a  m e m b e r  t o  p u r c h a s e  y e a r s  o f  s e r v i c e ,  a
Sa la ry  Ve r i f i c a t i on  fo rm comple t ed  by  t he  member ' s  emp loye r  was  r equ i r ed .   Howeve r ,  t h i s  me thod  o f  s a l a ry  ve r i f i c a t i on
resu l t ed  in  a  g rea t  dea l  o f  incons i s t enc ies .   Effec t ive  December  1 ,  2001 ,  t h e  ASRS adop ted  a  new  sa l a ry  ve r i f i c a t i on
po l i cy  t ha t  wou ld  a s su re  a  h ighe r  deg ree  o f  a ccu racy .   The  new  p roces s  u se s  t he  cumula t i ve  s a l a ry  o f  t he  pa s t  12  mon ths ,
beg inn ing  t he  day  t he  member  i n i t i a t ed  t he  s e rv i ce  pu rchase  r eques t ,  r a t he r  t han  t he  p ro j ec t ed  s a l a ry  o f  t he  cu r r en t  f i s ca l
y e a r .   A n y  s e r v i c e  p u r c h a s e  r e q u e s t s  m a d e  s i n c e  D e c e m b e r  1 ,  2 0 0 1 ,  have  been  ca l cu la t ed  us ing  the  new sa l a ry
ve r i f i ca t ion  me thod .

M a r c h  1 ,  2 0 0 2  -  O v e r l a p p i n g  Y e a r s  o f  S er v i c e  ( A . R . S .  S e c t i o n  3 8 - 7 3 9 )
Prior  to  March  1 ,  2002 ,  t he  ASRS had  a l lowed  members  to  pu rchase  ce r t a in  types  o f  s e rv ice ,  such  a s  ad junc t  t each ing ,
t h a t  a c t u a l l y  o v e r l a p p e d  s e r v i c e  a l r e a d y  e a r n e d .   A S R S  a t t o r n e y s  h a v e  d e t e r m i n e d  t h a t  t h e  A S R S  s t a t u t e s  d o  n o t  a l l o w  a
member  t o  e a rn  more  t han  one  yea r  o f  c r ed i t ed  s e rv i ce  i n  any  one  f i s ca l  yea r .   Those  r eques t s  t o  pu rchase  ove r l app ing
se rv ice  tha t  were  made  pr ior  to  March  1 ,  2002 ,  h a v e  b e e n  g r a n t e d .   H o w e v e r ,  a l l  r e q u e s t s  t o  p u r c h a s e  o v e r l a p p i n g
service  made s i n c e  M a r c h  1 ,  2 0 0 2 ,  h ave ,  and  w i l l  con t i nue  t o  be ,  den i ed .

July  25 ,  2002  -  Non-Act ive  Mi l i tary  Serv ice  (A.R.S .  Sect ion  38-745)
Prior  to  Ju ly  25 ,  2002 ,  t he  ASRS had  a l l owed  member s  t o  pu rchase  non -ac t i ve  mi l i t a ry  yea r s  o f  s e rv i ce .   ASRS a t t o rneys
h a v e  d e t e r m i n e d  t h a t  t h e  A S R S  s t a t u t e s  d o  n o t  a l l o w  a  m e m b e r  t o  p u r c h a s e  y e a r s  o f  m i l i t a r y  s e r v i c e  t h a t  w e r e  n o t  a c t i v e
du ty .   A l though  non -ac t i ve  mi l i t a ry  s e rv i ce  may  appea r  t o  be  v i ewed  a s  O the r  Pub l i c  Se rv i ce  (A .R .S .  Sec t i on  38 -743 ) ,  t he
A S R S  r e t i r e m e n t  p l a n  t r e a t s  m i l i t a r y  s e r v i c e  a s  a  t o t a l l y  s e p e r a t e  e n t i t y  w i t h  s p e c i f i c  r e q u i r e m e n t s  u n i q u e  t o  m i l i t a r y
se rv i ce .   Sec t ion  38 -745  s t a t e s  t ha t  mi l i t a ry  se rv i ce  e l i g ib l e  fo r  pu rchase  mus t  be  ac t ive  du ty  a long  wi th  an  honorab le
d i scha rge  and  documen ted  on  member ' s  DD-214 .   Those  r eques t s  t o  pu rchase  non -ac t i ve  mi l i t a ry  s e rv i ce  t ha t  we re  made
pr ior  to  Ju ly  25 ,  2002 , have  been  g ran ted .   However ,  a l l  r eques t s  t o  pu rchase  non-ac t ive  mi l i t a ry  se rv i ce  made  s i n c e
J u l y  2 5 ,  2 0 0 2 ,  have ,  and  wi l l  con t inue  to  be ,  den ied .

Service  Credit  for  Mil i tary Cal l -up
 (A .R.S .  Sec t ion  38-745)

When  an  ac t ive  member  o f  t he  ASRS vo lun tee r s  o r  i s  o rde red  in to  ac t ive  mi l i t a ry  s e rv i ce  a s  pa r t  o f  a  p re s iden t i a l  ca l l -
up ,  the  member  i s  en t i t l ed  to  r ece ive  ASRS c red i t ed  se rv ice  fo r  the  t ime  se rved .  The  member  i s  e l ig ib le  to  r ece ive  up  to ,  bu t
no t  exceed ing ,  48  months  o f  c red i t ed  se rv ice .

In  o rde r  t o  be  e l i g ib l e ,  t he  member  mus t  be  hono rab ly  s epa ra t ed  f rom mi l i t a ry  s e rv i ce ,  and  r e tu rn  t o  emp loymen t  f o r
t h e  s a m e  e m p l o y e r  w i t h i n  9 0  d a y s  o f  d i s c h a r g e .  I n  t h e  c a s e  t h a t  m i l i t a r y  r e l a t e d  h o s p i t a l i z a t i o n  o c c u r s ,  t h e  m e m b e r  m u s t
r e tu rn  to  the  same  employe r  wi th in  90  days  o f  r e l ease  f rom ca re .  Members  who  d ie  du r ing  se rv ice  a re  a l so  e l ig ib l e  to  r ece ive
the  c r ed i t ed  se rv i ce .

P r o v i d i n g  a l l  r e q u i r e m e n t s  h a v e  b e e n  m e t ,  t h e  e m p l o y e r  i s  r e q u i r e d  t o  p a y  b o t h  e m p l o y e r  a n d  m e m b e r  c o n t r i b u t i o n s
based  on  the  member ’ s  s a l a ry  be ing  r ece ived  p r io r  t o  depa r t ing  f rom ac t ive  mi l i t a ry  se rv ice .  I f  a  member  su f fe r s  a  s e rv ice -
r e l a t ed  dea th ,  t he  employe r  sha l l  pay  a l l  con t r ibu t ions  up  to  and  inc lud ing  the  da t e  o f  t he  member ’ s  dea th .
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S i n c e  J u l y  o f  2 0 0 1 ,  t h e  S t a t e  L e g i s l a t u r e  h a s  d i r e c t e d  t h e  A S R S  t o  p r o v i d e  a  “ t e m p o r a r y  s u b s i d y ”  f o r  h e a l t h
insu rance  p remium cos t s  fo r  r e t i r ee s  l i v ing  in  ru ra l  a r ea s  o f  Ar i zona ,  whe re  HMO p lan  cove rage  i s  no t  ava i l ab l e  e i t he r
th rough  ASRS o r  t he i r  fo rmer  employe r ' s  hea l th  i n su rance  p l an .  These  subs id i e s  have  r anged  be tween  $170  and  $685  pe r
m o n t h .   T h e  t e m p o r a r y  r u r a l  h e a l t h  i n s u r a n c e  s u b s i d i e s  w e r e  e n a c t e d  f o r  t w o  y e a r s  a n d  a r e  s e t  t o  e x p i r e  o n  J u l y  1 ,  2 0 0 3 ,
un l e s s  ex t ended  by  t he  Leg i s l a tu r e .

Leg i s l a t i on  ha s  been  i n t roduced  t o  ex t end  t he  subs idy ,  bu t  i n  l i gh t  o f  t he  s t a t e ’ s  budge t  c r i s i s ,  i t s  f u tu r e  i s  unce r t a in .
The  Leg i s l a tu re ,  a long  wi th  the  Governor ’ s  Of f i ce ,  i s  work ing  to  sho re  up  a  p ro j ec t ed  $1 .3  b i l l i on  sho r t f a l l  i n  nex t  f i s ca l
y e a r ’ s  s t a t e  b u d g e t .

“We  r ea l i z e  t ha t  hea l t h  i n su rance  i s  a  c r i t i c a l l y  impor t an t  bene f i t  t o  r e t i r ed  member s  o f  t he  sy s t em and  t ha t  h igh
premiums  may  fo rce  r e t i r ees  to  fo rgo  needed  coverage ,”  ASRS Board  Cha i rman  Alan  Magu i re  sa id .   “The  Hea l th  Insu rance
C o m m i t t e e  o f  t h e  B o a r d  c o n t i n u e s  t o  w o r k  t o  f i n d  a  l o n g - t e r m  a p p r o a c h  t o  p r o v i d i n g  a d e q u a t e  a n d  a f f o r d a b l e  h e a l t h
in su rance  fo r  ou r  r e t i r ed  member s .   We  r ecogn ize  t ha t  t he re  a r e  no  ea sy  answer s ,  bu t  we  be l i eve  t he re  a r e  some  th ings  we  can
d o  t o  i m p r o v e  t h e  s i t u a t i o n  i n  t h e  m o n t h s  a h e a d . ”

A l t h o u g h  t h e  s u b s i d y  i s  p a i d  f r o m  A S R S  f u n d s ,  t h e  c o s t  o f  t h i s  t e m p o r a r y  s u b s i d y  i s  a b s o r b e d  t h r o u g h  h i g h e r
c o n t r i b u t i o n  r a t e s  f o r  b o t h  e m p l o y e e s  a n d  e m p l o y e r s  w h o  p a y  i n t o  t h e  s y s t e m .  E x t e n d i n g  t h e  s u b s i d y  f o r  t w o  y e a r s  w i l l
r e s u l t  i n  i n c r e a s i n g  c o n t r i b u t i o n  r a t e s  b y  a b o u t  0 . 0 2  p e r c e n t  e a c h  f o r  e m p l o y e r s  a n d  e m p l o y e e s  f o r  t h e  n e x t  1 8  y e a r s .

Re t i r e d  Membe r s
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ASRS Ca l e nda r
The  Member  Se rv ices  Div i s ion  o f  the  ASRS conduc t s  educa t iona l  mee t ings  tha t  a re  ava i l ab le  to  a l l  members .   Due  to
resource  l imi ta t ions ,  r e se rva t ions  a re  r equ i red  and  can  eas i ly  be  made  by  ca l l ing  our  o f f i ces  a t  (602)  240-2000  in  Phoen ix ,
(520 )  239 -3100  i n  Tucson  and  1  (800 )  621 -3778  ou t s ide  Phoen ix  and  Tucson .

S e m i n a r s  ( S )  are  des igned  fo r  members  who  a re  be tween  one  and  f ive  yea rs  f rom re t i r ement  whi le  Group  Meet ings  ( G M )
a re  o f fe red  to  members  who  a re  wi th in  one  yea r  o f  r e t i r emen t .

 Due  t o  l im i t ed  space ,  we  a r e  on ly  showing  t he  Semina r s  and  Group  Mee t i ngs  fo r  t he  mon th  o f  Apr i l .   Howeve r ,  i f  you  go
to  ou r  Web  s i t e  a t  www.as r s . s t a t e . az .u s  and  c l i ck  on  "Ca lenda r "   you  can  v i ew  the  en t i r e  Sp r ing  s chedu le .

Casa Grande - Casa  Grande  E lemen ta ry  Schoo l
Dis t r ic t  Board  Room,  1460 N.  Pinal  Avenue,
C a s a  G r a n d e
Globe -  Globe  High  School  Audi to r ium,  401  High
St ree t ,  Globe
Phoenix -  3300 N.  Cent ra l  Avenue,  10th  Fl .  Board  Rm
Tucson -  7660 E.  Broadway Boulevard ,  Sui te  108
Page  -Page  Uni f ied  School  Dis t r i c t  Board  Room,
500  S .  Nava jo ,  Page
Winslow -  Wins low Pol ice  Cour t  Complex ,  Ci ty
Counc i l  Chambers ,  115  E .  2nd  S t ree t ,  Wins low

Holbrook -  Holbrook  Uni f i ed  Schoo l  Dis t r i c t  Board
Room,  1000  N .  8 th  Avenue ,  Ho lb rook
St.  Johns -  S t .  Johns  Un i f i ed  Schoo l  Di s t r i c t  Board
Room,  450  S .  13 th  Wes t ,  S t .  Johns
Payson -  Payson  Uni f i ed  Schoo l  Dis t r i c t  Board  Room,
5 1 4  W .  W a d e  L a n e ,  P a y s o n
Show Low - Show Low Junior  High  Campus ,  Class  Room,
1730 E.  McNei l ,  Show Low
Superior -  Supe r io r  Jun io r /Sen io r  H igh  Schoo l
Mul t i -pu rpose  Room,  100  Mary  Dr ive ,  Supe r io r
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Apr i l  2003

LEGEND
Group Meet ing  =  GM
Seminar = S

Globe  G M  9  a m

S u p e r i o r  S  2  p m
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Below is a snapshot of the Arizona State Retirement
System’s membership as of June 30, 2002

TOTAL MEMBERSHIP: 373,643

NON-RETIRED MEMBERS
Total Number of Active Members 198,870
Number of State Employees   44,261
Number of Teachers   59,153
Number of Political Subdivision Employees   87,838
Average Age                              43.0
Average Years of Service                    8.2
Average Annual Salary $ 31,281
Total Number of Inactive Members 109,942

RETIRED & LTD MEMBERS (PLAN)
Total Number of Retired Plan Members   60,346
Average Age      65.0
Average Years of Service      18.2
Average Monthly Benefit $  1,162
Total Number of Long-Term Disability Members     4,485

RETIRED MEMBER (SYSTEM)

Total Number of Retired System Members     1,889

Schedule of Investments
The following shows the fair value of the ASRS

ending June 30, 2002.

Corporate Equity Securities $13,106,625,676

Fixed Income Securities
-Corporate Debt Securities $  1,620,530,315

-U.S. Treasury & Government
Agency Securities $  3,992,595,176

-Real Estate & Mortgages $        30,212,500

-Temporary Investments $     631,216,017

-Net Payables on Transactions $    (193,505,814)

TOTAL PORTFOLIO $19,187,673,870

ASSETS
Cash in Bank $        13,011,948

Receivables $      312,382,150

Investments $21,054,703,516
TOTAL ASSETS $21,380,097,614

LIABILITIES
Payables $  2,170,288,222

TOTAL $19,209,809,392

Brief Overview of Assets & Liabilities
Market  Va lue

I n t ' l
Equi ty
16.2%

Domest ic
Equi ty
51.4%F i x e d

Income
32.4%

Quest ion :
H o w  i s  m y  m o n e y  i n v e s t e d  a t  t h e
A S R S ?

Answer:
T h e  p i e  c h a r t  b e l o w  s h o w s  h o w  t h e
A S R S  i n v e s t e d  y o u r  m o n e y  a s  o f
June  30 ,  2002 .   The  way  t he  f unds
a r e  a l l o c a t e d  p l a y s  a  s i g n i f i c a n t
r o l e  i n  o u r  f i n a n c i a l  s u c c e s s .

www.asrs.state .az.usASRS 4
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$167,728,882
$167,728,883
$49,365,487

$1,467,433
$5,537,414,425

$15,341,083,843
$182,273,996

$6,017,850
$8,324,163

$43,767,682
$319,925,871
$147,422,368

$11,902,919

$21,984,423,802

Receipts
Member Contributions
Employer Contributions
Member Purchase of Service
Transfers from Other
Retirement Systems
Short-term Securities Matured & Sold
Investments Matured & Sold
Real Estate Sold
Mortgage Principal Payments & Sales
Building Revenue
Securities Lending Program
Interest
Dividends
Miscellaneous

TOTAL RECEIPTS

Disbursements
Retirement, Disability & Subsidy Payments
Death Benefits
Refunds to Withdrawing Members
Transfers to Other
Retirement Systems
Short-term Investments Purchased
Investments Purchased
Securities Program Lending
Program Charges
Investment Manager Fees
Building Expenses
Adminstrative Expenses
Miscellaneous

TOTAL DISBURSEMENTS

$1,054,965,770
$14,077,910
$42,765,105

$8,616,818
$6,030,899,498

$14,813,473,395

$36,335,573
$17,407,241
$7,212,663

$18,504,866
$1,739,661

$22,045,998,500

Financia l  Annual  Repor t  Summary
Schedule  o f  Cash  Rece ip ts  &  Cash  D isbursements

C A S H  B A L A N C E ,  b e g i n n i n g  o f  f i s c a l  y e a r $ 7 4 , 5 8 6 , 6 4 6
C A S H  B A L A N C E ,  e n d  o f  f i s c a l  y e a r $13 ,011 ,948

Actuarial Accrued Liabilities
Liabilities due to Members’ Benefits
Retirement Benefits $   9,634,818,900
Health Insurance Premium Supplement $      846,152,200
Disability Benefits (Deferred Retirement) $      172,300,500
Pre-Retirement Death Benefits $      243,976,100
Withdrawal Benefits $      347,788,600
TOTAL ACTIVE MEMBERS $  11,245,036,300

Inactive Members $      744,520,062

Retired Members and Beneficiaries $   8,969,341,077
Disabled Members (Deferred Retirement) $      252,993,500
Benefit Increases for other-than-plan-participants $        12,328,000
Total Present Value of Benefits $ 21,224,218,939

Reserve for “Excess Investment Earnings” Benefit Increase $   1,362,701,812
Total Actuarial Accrued Liability $ 22,586,920,751

Actuarial Value of Assets $ 23,623,015,969

Unfunded Actuarial Accrued Liability $ (1,036,095,218)
Amortization of Unfunded Actuarial Accrued Liability $    (104,840,085)
Normal Cost for the Year $      831,499,553
Total Contribution for the Year $      726,659,468
Total Covered Payroll (projected to 2002/2003 plan year) $   6,989,339,000

Statement  o f  P lan  Net  Assets  &  Fund Ba lance
-  Actuar ia l  Valuat ion for  Fiscal  Year  2002

Required  Employee  & Employer

Contr ibut ions as a  Percentage

of  Pay for  Fiscal  Year  2004-2005:

Employee  Por t ion
   5 .20%

Employer  Por t ion
   5.20%

Total

 10.40%

www.asrs.state .az.us ASRS 5



ASRS Miss ion  Statement
The mission of the Arizona State Retirement System is to contribute towards i ts members '  long-term financial security by providing retirement,  disabili ty,  survivors '  and health insurance benefits;  and

by counseling and disseminating information to its members.

For  Y ou r  In f o rma t i o n

www.asrs.state .az.usASRS 6

G r e e t i n g s :

This  year  marks  the  50 t h  ann ive r sa ry  o f  t he  Ar i zona  S t a t e  Re t i r emen t  Sys t em.  And  i t
marks  my f i r s t  yea r  a s  your  new d i rec to r .

I  a m  g r a t e f u l  f o r  t h i s  o p p o r t u n i t y  t o  s e r v e  o u r  m e m b e r s ,  a n d  I  a p p r e c i a t e  t h e  t r u s t  o u r
B o a r d  p l a c e d  i n  m e  w h e n  t h e y  m a d e  t h e  a p p o i n t m e n t  l a s t  m o n t h .  I  w i l l  e n d e a v o r  t o
e n s u r e  t h e  s y s t e m  r e m a i n s  a m o n g  t h e  b e s t  p u b l i c  p l a n s  i n  t h e  n a t i o n .

A l t h o u g h  w e  h a v e  s e e n  r o u g h  e c o n o m i c  t i m e s  o v e r  t h e  p a s t  t w o  y e a r s ,  y o u r  r e t i r e m e n t
fund  r ema ins  s t ab l e .  We  a re ,  i n  f ac t ,  more  t han  100  pe rcen t  funded ,  mean ing  we  have
m o r e  t h a n  e n o u g h  i n  t h e  f u n d  c u r r e n t l y  t o  p a y  o u t  p r o j e c t e d  r e t i r e m e n t  b e n e f i t s .

H a v i n g  s e r v e d  t h e  p a s t  s e v e n  y e a r s  a t  t h e  A S R S  a s  t h e  c h i e f  i n v e s t m e n t  o f f i c e r ,  I  c a n  a s s u r e  y o u  t h a t  w e
h a v e  a  v e r y  c a p a b l e  s t a f f  o v e r s e e i n g  t h e  F u n d .  O v e r  t h e  n e x t  s e v e r a l  m o n t h s  w e  w i l l  b e  c o n t i n u i n g  t o  l o o k
a t  o u r  o p e r a t i o n s  a n d  i d e n t i f y i n g  a r e a s  f o r  i m p r o v e m e n t .  I  a m  v e r y  p r o u d  t o  b e  l e a d i n g  t h e  A S R S  t e a m ,
w h i c h  I  k n o w  i s  c o m m i t t e d  t o  p r o v i d i n g  y o u  w i t h  t h e  b e s t  s e r v i c e  p o s s i b l e .

We a re ,  in  f ac t ,  i n  the  p rocess  o f  mak ing  improvements  i n  a  n u m b e r  o f  a r e a s ,  p a r t i c u l a r l y  r e l a t e d  t o
t echno logy .  You  wi l l  now see  a  new and  improved  Web  s i t e .  We  a re  a l so  mov ing  toward  a  more  au toma ted
r e c o r d  s y s t e m  t h a t  w i l l  m a k e  i t  e a s i e r  f o r  o u r  b e n e f i t  a d v i s o r s  t o  c a l l  u p  y o u r  i n f o r m a t i o n  a n d  s e r v e  y o u
when  you  ca l l ,  and  we  a r e  p rog re s s ing  t oward  a  sy s t em tha t  w i l l  a l l ow  member s  t o  v i ew  the i r  a ccoun t
in format ion  on l ine .

O u r  m e m b e r  s e r v i c e s  d i v i s i o n  h a s  d o z e n s  o f  m e e t i n g  o p p o r t u n i t i e s  s c h e d u l e d  t h i s  y e a r  t o  m e e t  w i t h  a c t i v e
m e m b e r s  a n d  p r o s p e c t i v e  r e t i r e e s .  ( P l e a s e  s e e  t h e  l i s t i n g  o n  p a g e  3  o f  t h i s  n e w s l e t t e r . )  A n d ,  a s  a l w a y s ,
t h e y  s t a n d  r e a d y  t o  a n s w e r  a n y  q u e s t i o n s  y o u  m a y  h a v e .

O u r  t e a m  a s s i g n e d  t o  e m p l o y e r  r e l a t i o n s  a l s o  h a s  a  v e r y  a c t i v e  s c h e d u l e  f o r  t h i s  y e a r  a n d  w i l l  b e  a g a i n
t r a v e l i n g  t h e  s t a t e  t o  m e e t  w i t h  e m p l o y e r  m e m b e r s  t o  a n s w e r  a n y  q u e s t i o n s .

Our  Boa rd  w i l l  con t i nue  w i th  mon th ly  mee t i ngs ,  wh ich  a r e  open  t o  t he  pub l i c ,  and  we  i nv i t e  you  t o  any  o f
t h e m .  Y o u  c a n  s e e  a n  a g e n d a  f o r  e a c h  m e e t i n g  a s  w e l l  a s  m i n u t e s  o f  t h e  m e e t i n g s  o n  o u r  W e b  s i t e .

Las t l y ,  I ’d  l i ke  t o  t ake  t h i s  oppor tun i ty  t o  r ecogn ize  t he  work  o f  LeRoy  Gi lbe r t son ,  t he  d i r ec to r  o f  t h i s
a g e n c y  f o r  t h e  p a s t  n i n e  y e a r s .  U n d e r  M r .  G i l b e r t s o n ’ s  l e a d e r s h i p ,  t h e  A S R S  e x p e r i e n c e d  t r e m e n d o u s
g r o w t h  a n d  d e v e l o p m e n t :  m e m b e r s h i p  n e a r l y  d o u b l e d  t o  3 7 3 , 0 0 0  t o d a y ;  a  n u m b e r  o f  i m p r o v e m e n t s  t o  y o u r
benef i t  p rograms  were  pu t  in  p lace ;  the  Fund  g rew f rom $11  b i l l ion  to  approx imate ly  $18  b i l l ion ,  and
i m p r o v e m e n t s  t o  o u r  c o m m u n i c a t i o n s  t o  m e m b e r s  a n d  e m p l o y e r s ,  i n c l u d i n g  d e v e l o p m e n t  o f  a n  i n t e r a c t i v e
Web  s i t e ,  we re  made .

As  we  ce l eb ra t e  ou r  Go lden  Ann ive r sa ry ,  I  am p roud  to  j o in  w i th  ou r  en t i r e  s t a f f  i n  ou r  commi tmen t  t o
p r o v i d i n g  t h e  b e s t  o f  s e r v i c e  t o  o u r  m e m b e r s .

P a u l  M a t s o n
D i r e c t o r

Message  f rom the  New Direc tor

D i r e c t o r
P a u l  M a t s o n



ASRS Investment Rates of Return

VERIFY YOUR INFORMATION
Y o u r  J a n u a r y  s t a t e m e n t  i s  a  g o o d  w a y  t o  v e r i f y  t h e  i n f o r m a t i o n  o n  y o u r
p e n s i o n  c h e c k .

P l e a s e  c h e c k  f o r  t h e  c o r r e c t  p r e m i u m  f o r  t h e  c o v e r a g e ( s )  y o u  e l e c t e d  d u r i n g
O p e n  E n r o l l m e n t  o r  t h a t  y o u  a r e  c o n t i n u i n g .  I f  y o u  b e l i e v e  y o u r  p e n s i o n
c h e c k  i s  i n c o r r e c t ,  y o u  m u s t  n o t i f y  A S R S  M e m b e r  S e r v i c e s  w i t h i n  3 0  d a y s  o f
y o u r  p e n s i o n  c h e c k  c h a n g e .  C h a n g e s  o r  a d d i t i o n s  r e q u e s t e d  b e y o n d  3 0  d a y s
wi l l  on ly  be  a l l owed  i f  t he re  i s  a  Qua l i fy ing  Even t .

ASRS Board

Alan Maguire, Chairman, Phoenix
Member at large; term expires 2003

Bonnie Gonzalez, Vice-Chairman
Flagstaff
State employee; term expires 2003

Charlotte Borcher, Chandler
Retirees; term expires 2005

Jim Bruner, Scottsdale
Public; term expires 2005

Dr. Chuck Essigs, Mesa
Educator; term expires 2004

Norman Miller, Phoenix
Public; term expires 2004

Karl L. Polen, Phoenix
Public; term expires 2004

Ray Rottas, Paradise Valley
Public; term expires 2003

N. Carl Tenney,
Town of Chino Valley
Political Subdivisions;
term expires 2005

Execut ive  Staf f
Paul Matson, Director

Gary Dokes
Acting Chief Investment Officer

Anthony Guarino, Deputy Director,
Chief Operations Officer

Richard Stephenson
Deputy Director, External Affairs

ASRS Miss ion  Statement
The mission of the Arizona State Retirement System is to contribute towards i ts members '  long-term financial security by providing retirement,  disabili ty,  survivors '  and health insurance benefits;  and

by counseling and disseminating information to its members.

For  Y ou r  In f o rma t i o n

T h i s  g r a p h  r e f l e c t s  t h e  r a t e s  o f  r e t u r n  f o r  t h e  p e r i o d  e n d i n g
December 31,  2002.

1 Year 3 Years 5 Years
-10

-5

0

- 1 2 . 2 %

m e r e  c o i n c i d e n c e ,  h e  h a s  p r o p e l l e d  t h e  d i v i s i o n  t o  b e c o m e  o n e  o f  t h e
l e a d e r s  i n  t h e  n a t i o n ,  b o t h  i n  p r a c t i c e  a n d  p e r f o r m a n c e ,  a s  r e c o g n i z e d
r e p e a t e d l y  i n  i n d e p e n d e n t  n a t i o n a l  a n a l y s e s  a n d  s u r v e y s .  P a u l  h a s  w o r k e d
very  e f f ec t ive ly  wi th  the  members  o f  the  Board ,  e spec ia l ly  the  Board ’ s
I n v e s t m e n t  R e v i e w  C o m m i t t e e  a n d  i t s  p r e d e c e s s o r ,  t h e  I n v e s t m e n t
A d v i s o r y  C o u n c i l .

H e  h a s  o f t e n  b e e n  i n v o l v e d  i n  i s s u e s  a n d  c h a l l e n g e s  f a c i n g  t h e  s y s t e m
o u t s i d e  t h e  i n v e s t m e n t  r e a l m .  H i s  i n v o l v e m e n t  r e f l e c t s  b o t h  h i s  i n t e l l e c t u a l
and  manage r i a l  sk i l l s ,  and  a l so  h i s  c apac i t y  t o  communica t e  e f f ec t i ve ly  and
accompl i sh  the  t a sks  be fo re  h im.

P a u l  n o w  h a s  t h e  o p p o r t u n i t y  t o  b r i n g  h i s  e n e r g y ,  e n t h u s i a s m  a n d
leade r sh ip  t o  t he  en t i r e  agency .   I  know tha t  I  speak  fo r  eve ry  member  o f  t he
B o a r d  a n d  a l l  t h e  m e m b e r s  o f  t h e  s y s t e m  w h e n  I  s a y  t h a t  w e  a r e  p l e a s e d  t o
have  Pau l  a s  D i r ec to r  o f  t he  Sys t em and  we  look  fo rward  t o  a  t ime ,
h o p e f u l l y  i n  t h e  n o t  t o o  d i s t a n t  f u t u r e ,  w h e n  t h e  e n t i r e  a g e n c y  r i s e s  t o  t h e
p r o f i c i e n c y  a n d  r e c o g n i t i o n  o f  t h e  I n v e s t m e n t  M a n a g e m e n t  D i v i s i o n .

A lan  Magu i r e
Board  Cha i rman

Letter from the Chairman of  the ASRS Board continued from the cover
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Financial Horizons
P.O.Box 33910
Phoenix, AZ  85067-3910

ASRS Financial Horizons  is published quar-
terly for retired and non-retired members of
the Arizona State Retirement System.  We
welcome letters from our readers and en-
courage you to address your comments to:

Editor
Financial Horizons

P.O. Box 33910
Phoenix, AZ  85067-3910

The ASRS complies with the Americans with
Disabil i t ies Act of 1990.   This newsletter is
available in an alternate format upon request.
Contact Maurah Harrison, ADA Coordinator,
at (602) 240-5312.  Information in the news-
letter about retirement laws or policies is only
a guide.  If a conflict arises between infor-
mation contained in the newsletter and the
law, the law takes precedence.

I n  1 9 5 3 ,  t h e  A r i z o n a  S t a t e  R e t i r e m e n t  S y s t e m  w a s  c r e a t e d  t o
p r o v i d e  r e t i r e m e n t  a n d  o t h e r  b e n e f i t s  f o r  s t a t e  e m p l o y e e s ,
i n c l u d i n g  u n i v e r s i t y  f a c u l t y ,  a n d  e m p l o y e e s  o f  t h e  s t a t e ’ s  p o l i t i c a l
s u b d i v i s i o n s .  T h e  T e a c h e r s ’  R e t i r e m e n t  S y s t e m  c o n t i n u e d  t o  p a y
re t i r ement  benef i t s  to  r e t i r ed  t eacher  members  who  were  ine l ig ib le
to  j o in  the  ASRS.

In  1970 ,  t he  l eg i s l a tu re  ag reed  to  enac t  t he  cu r r en t  Ar i zona  S ta t e
Re t i rement  Sys tem Fixed  Benef i t  P lan  i f  70  percen t  o r  more  o f  s t a te
e m p l o y e e s  a n d  t e a c h e r s  v o t e d  t o  t r a n s f e r  t o  t h e  n e w  p l a n .  M o r e
than  80  pe rcen t  o f  e l ig ib le  members  vo ted  fo r  the  new p lan ,  wh ich
became  e f f ec t ive  Ju ly  1 ,  1971 .  Mos t  po l i t i c a l  subd iv i s ions
s u b s e q u e n t l y  v o t e d  t o  j o i n .

T o d a y ,  t h e  A S R S  e n c o m p a s s e s  t h e  s t a t e ,  i n c l u d i n g  t h e  t h r e e  s t a t e
un ive r s i t i e s ,  a l l  10  communi ty  co l l eges ,  14  o f  t he  15  coun t i e s ,  and
m o s t  c i t i e s  a n d  t o w n s  a n d  s c h o o l  d i s t r i c t s .

The  ASRS has  more  than  373 ,000  members  and  i s  g rowing  each
year .

I f  y o u  h a v e  a  s t o r y  y o u ’ d  l i k e  t o  s h a r e  a b o u t  t h e  s t a t e  r e t i r e m e n t
s y s t e m ,  e s p e c i a l l y  i f  y o u ’ r e  a  l o n g - t i m e  r e t i r e e ,  p l e a s e  f e e l  f r e e  t o
c o n t a c t  u s .  Y o u  c a n  w r i t e  t o :
d a v i d c @ a s r s . s t a t e . a z . u s  o r  c a l l  ( 6 0 2 )  2 4 0 - 2 0 1 6 .

www.asrs.state .az.us

50 Years  of  Providing Ret irement  Security
(continued from the cover)

COMMENTS?
The Arizona State Retirement System con-
tinues to appreciate your comments and
suggestions.  We encourage you to write to
the ASRS Director, Paul Matson, with your
concerns.  Please include your name, tele-
phone number and Social Security number
on all correspondence.  Thank you for your
input.

Send letters to:
Paul Matson, Director

Arizona State Retirement System
P.O. Box 33910

Phoenix, AZ  85067-3910

ON THE WEB:
 www.asrs.state.az.us

PHOENIX OFFICE:
3300 North Central Avenue

Post Office Box 33910
Phoenix, AZ  85067-3910

(602) 240-2000

TUCSON OFFICE:
7660 East Broadway Boulevard

Tucson, AZ  85710-3776
(520) 239-3100

OUTSIDE METRO PHOENIX
 AND TUCSON:

Call Toll Free at (800) 621-3778

CONTACT US!


